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DATE: July 6, 2007

IN THE  MATTE R O F ARIZO NA E LE CTRIC P O WE R CO O P E RATIVE , INC. 'S
AME NDE D AND R E S TATE D E P S /R E S T P LAN (DO C KE T NO .  E -0 1 7 7 3 A-
05-0723)

On De ce mbe r 9, 2005, the  Arizona  Corpora tion Commis s ion ("Commis s ion") e nte re d
De cis ion No. 68328, which re quire d Arizona  Ele ctric P owe r Coope ra tive , Inc. ("AEP CO"), on
be ha lf of its  Arizona  me mbe r dis tribution coope ra tive s  ("the  Coope ra tive s") to file  a n a me nde d
Environme nta l P ortfolio S ta nda rd ("EP S ") P la n by De ce mbe r 31, 2006, or "l20 da ys  a fte r the
EPS Rules  a re  amended, whichever comes firs t."

On December 22, 2006, AEPCO submitted an Amended EPS/Renewable Energy
Standard and Tariff ("REST") Plan ("the December Plan").

On March 29, 2007, AEPCO submitted an Amended and Resta ted EPS/REST Plan ("the
March Res ta ted P lan"),

One  reason for the  filing of the  March Res ta ted P lan was  tha t the  Sulphur Springs  Va lley
Electric Coope ra tive  ("SSVEC") Boa rd had authorized SSVEC to tile  its  own Renewable  Ene rgy
Standard Plan, separa te  from the  AEPCO EPS/REST Plan.

The  March Resta ted Plan was designed, in part, to re flect changes in Section V perta ining
to Es tima te d Re s ults /Budge t/Ta riffs , re s ulting from the  fa ct tha t S S VEC will no longe r be
pa rticipa ting in the  AEP CO Ma rch Re s ta te d P la n. The  budge t a nd e s tima te d re s ults  we re
modifie d to re fle ct S S VEC's  de pa rture  from the  joint e fforts  of the  othe r me mbe r dis tribution
coopera tives .

One  othe r change  re flected in the  March Res ta ted P lan was  the  addition of a  sola r wa te r
he a ting compone nt to the  S ur1Wa tts  Re s ide ntia l a nd Comme rcia l Re ba te  P rogra m, which is
described in Section II (2) of the  March Resta ted P lan.

The  March Resta ted Plan

RE:

The  AEP CO Ma rch Re s ta te d P la n is  a  joint e ffort in which AEP CO will a s s is t four of its
me mbe r dis tribution coope ra tive s  ("the  Coope ra tive s") in me e ting the ir EPS /REST obliga tions .
The s e  four dis tribution coope ra tive s  a re  Dunca n Va lle y Ele ctric Coope ra tive , Inc., Gra ha m

LE
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County Ele ctric  Coope ra tive , Inc ., Moha ve  Ele ctric  Coope ra tive , Inc ., a nd  Trico  Ele ctric
Coope ra tive , Inc.

The  March Resta ted Plan consis ts  of four primary parts , known as  SunWatts .

The SunWatts  Green Energy Purchase  Program

The  S unWa tts  Gre e n  Ene rgy P urcha s e  P rogra m is  a  vo lun ta ry progra m for re ta il
cus tome rs  who wis h to s upport re ne wa ble  e ne rgy by purcha s ing blocks  of "gre e n e ne rgy."
Re ta il cus tomers  may purchase  50 kph blocks  of green ene rgy for $2.00 pe r block. AEPCO a rid
its  members  anticipa te  adding 100 participants  each year over the  next five  years .

The  Coope ra tive s  curre ntly offe r a  Volunta ry Contribution P rogra m unde r Commiss ion-
approved ta riffs . If the  new SunWatts  Green Energy Purchase  Program is  approved, the  current
ta riffs  would be  withdrawn and replaced with new ta riffs .

The  SunWatts  Residentia l and Commercia l Rebate  Program

The  S unWa tts  Re s ide ntia l a nd Comme rcia l Re ba te  P rogra m provide s  ince ntive s  to
cus tome rs  for ins ta lla tion of qua lifying photovolta ic, sola r wa te r he a ting a nd sma ll wind e ne rgy
systems.

For photovolta ic a nd s ma ll wind s ys te ms , the  Coope ra tive s  will provide  ince ntive s  of
$4.00 per ins ta lled Watt, up to 50 percent of the  tota l cost of the  system.

For s ola r wa te r he a ting, the  Coope ra tive s  will provide  ince ntive s  of $0.50 pe r kph of
e ne rgy to be  s a ve d in the  firs t ye a r of ope ra tion, ba se d on the  OG-300 ra tings  of the  na tiona l
Sola r Ra ting and Ce rtifica tion Corpora tion.

The  Coopera tives  commit up to one -ha lf of the  tota l surcha rge  funds  collected each yea r
to be  se t a s ide  for the  SunWatts  Res identia l and Commercia l Reba te  Program. At leas t one -ha lf
of the  Re ba te  P rogra m funds  will be  se t a s ide  for re s ide ntia l dis tribute d proje cts . Any a lloca te d
ftmds  not us e d in  a  pa rticula r ye a r will ro ll ove r to  the  following ye a r a nd ma y be  us e d in
subsequent years to support any program.

The  Coope ra tive s  a nticipa te  tha t ince ntive s  will s upport a round 50 proje cts  with a n
ins ta lled capacity of 50 kW and a  cos t of $200,000 in 2007. The  Coope ra tive s  expect cus tomer
demand will add a  s imila r number of prob ects  each year for the  following five  years .

The SunWatts  Large-Scale  Purchase  Power Contract Program

The  SunWatts  Large-Sca le  Purchase  Power Contract Program will purchase  a  s ignificant
a mount of re ne wa ble  e ne rgy from third-pa rty produce rs . Contra cts  will be  s e cure d from the
results  of a  compe titive  bid program.
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The SunWatts  Large-Scale  Genera ting Program

The  SunWatts  Large-Sca le  Genera ting Program will have  the  Coopera tives , as  a  group or
in pa rtne rship with othe rs , ins ta ll and opera te  utility-s ized renewable  genera ting units .

The  Coope ra tive s  pla n to de ve lop one  la rge  s ca le  progra m e a ch ye a r. In  o rd e r to
optimize  e fficie ncy, the  Coope ra tive s  will s e e k pa rtne rs  tha t ca n provide  s e rvice s , contribute
funding in-kind fa cilitie s  or e xpe rtise .

One  proje ct be ing cons ide re d is  the  us e  of s ola r cooling of inle t a ir for combus tion
turbines  a t the  Apache  Genera ting S ta tion, which could provide  from 5 to 12 MW of output.

AE P C O  is  p a rt o f th e  J o in t De ve lo p m e n t G ro u p ,  wh ic h  is  c o n s id e rin g  a  jo in t
concentra ted sola r gene ra tion prob e t from which AEPCO might own or purchase  power from a
2.5 to 10 MW pa rt of the  joint proje ct.

AEPCO is  in discuss ions  with pa rtie s  a bout a  jointly-owne d sola r ge ne ra ting pla nt in the
Tucson area.

AEPCO a lso is  in discuss ions  about the  deve lopment of two Biomass/Biogas  Projects .

The  Ma rch  Re s ta te d  P la n  wou ld  con tinue  AEP CO's  pa rtne rs h ip  with  Ha b ita t fo r
Huma nity to offe r re ne wa ble  e ne rgy options  on low-income  hous ing in the  Coope ra tive  se rvice
te m'torie s . Up to five  Ha bita t home  proje cts  would be  unde rta ke n e a ch ye a r a t a  cos t not to
exceed $30,000.

AEP CO will a ls o ins ta ll a  la rge  photovolta ic s ys te m on the  AEP CO He a dqua rte rs  in
Benson in 2007.

The  Coope ra tive s  will de ve lop a  joint a dve rtis ing a nd promotion progra m a bout the
SunWatts  programs . The  program will cos t $128,100 in the  firs t yea r, increa s ing gradua lly ove r
the  following four ye a rs . This  budge t ite m is  5 pe rce nt of the  tota l e s tima te d s urcha rge  funds
tha t will be  colle cte d.

AEP CO will a lloca te  $128,100 for progra m a dminis tra tion in the  firs t ye a r, with a nnua l
increases  s imila r to those  for advertis ing.

In 2008, AEPCO proposes  to expend $960,000 of the  es tima ted $2,636,436 in surcharge
funds collected for renewable  energy power purchases.

S ta ff Review of the  March Resta ted P lan

S ta ff ha s  re vie we d the  AEP CO Ma rch Re s ta te d P la n a nd re comme nds  a pprova l of the
plan with some specific proposed changes and modifica tions .
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S ta ff re cognize s  the  fa ct tha t the  ope ra tions  of e le ctric coope ra tive s  a re  s ignifica ntly
diffe re nt tha n those  of inve s tor owne d utilitie s . In pa rticula r, a s  it re la te s  to the  ins ta lla tion a nd
ope ra tion of re ne wa ble  e ne rgy s ys te ms , e le ctric coope ra tive s  fa ce  s ome  unique  cha lle nge s .
Ma ny of the  coope ra tive s ' e le ctric cus tome rs  live  in re mote , rura l a re a s  whe re  the y a re  like ly to
be  hundre ds  of mile s  from the  ne a re s t re ne wa ble  e ne rgy contra ctors . This  dis ta nce  fa ctor ca n
contribute  to the  complexity and cos t of obta ining renewable  energy se rvice .

The  e le ctric coope ra tive s , in ge ne ra l, ha ve  much sma lle r s ta ffs  tha n the  la rge r inve s tor
owne d  u tilitie s  a nd  a re  le s s  like ly to  ha ve  e mploye e s  with  e xte ns ive  re ne wa ble  e ne rgy
ba ckgrounds . The y, the re fore , will ha ve  to ma ke  do with a  limite d numbe r of S ta ff me mbe rs  to
accomplish the ir renewable  goa ls .

S ta ff recognizes  tha t the  March Res ta ted P lan is  a  logica l expans ion of previous  AEPCO
plans  submitted unde r the  Environmenta l Portfolio S tanda rd Rule s . The  March Res ta ted plan is
an exce llent firs t s tep toward meeting the  goa ls  of the  REST Rules .

S ta ff cons ide rs  the  Ma rch Re s ta te d P la n a s  a n opportunity for AEP CO a nd its  me mbe r
coope ra tive s  to de mons tra te  how we ll the y ca n e xpa nd the ir re ne wa ble  e fforts  in 2007 a nd
2008.

S ta ff re comme nds  tha t AEP CO be  o rde re d  to  work with  its  me mbe r d is tribu tion
coopera tives to submit Renewable  Energy Standard Surcharge  Tariffs , as  soon as  practicable  and
cons is te nt with R14-2-1808 a nd Appe ndix A: S a mple  Ta riff of the  RES T Rule s , in orde r to
promptly commence  the  collection of surcha rge  funds  needed to implement the  March Res ta ted
P la n.

The SunWatts Green Energy Purchase Program

Sta ff agrees  with AEPCO's  change  to offe ring blocks  of renewable  power for a  specified
price . In this  ne w me thod, cus tome rs  who volunte e r to purcha s e  re ne wa ble  e ne rgy will know
how much e ne rgy the ir contributions  a re  s upporting. S ta ff re comme nds  a pprova l of the
SunWatts Green Energy Purchase  Program section of the  March Resta ted Plan.

The SunWatts  Residentia l and Commercia l Rebate  Program

S ta ff ha s  re vie we d th is  P rogra m a nd is  in  ge ne ra l a gre e me nt with  the  s cope  a nd
imple me nta tion de ta ils  of the  progra m. S ta ff does , however, have  some  recommenda tions  for
P rogra m modifica tions . Curre ntly the  P rogra m provide s  ince ntive s  only for photovolta ic ("P V"),
small wind, and solar water hea ting systems.

Firs t, S ta ff notes  tha t the  March Resta ted P lan has  wording tha t appears  to imply a  2 KW
ca p for re s ide ntia l P V a nd s ma ll wind s ys te ms  a nd a  5 kW ca p for comme rcia l P V a nd s ma ll
wind systems. S ta ff recommends aga inst se tting any firm caps for system size .
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Over the  pas t five  years , when various  caps  have  been se t for incentive  programs, it often
ha s  re s u lte d  in  the  ne e d  fo r a  u tility to  come  ba ck fo r a  re vis ion  o f the  ca p  in  o rde r to
accommodate  the  enthusiastic response of customers.

Ra the r tha n  s e t fixe d  s ys te m s ize  ca ps , S ta ff s ugge s ts  us ing  a  funding  a lloca tion
me cha nis m which a lloca te s  funding for va rious  s ize d cus tome r s ys te ms . As  a n  e xa mple ,
AEP CO ha s  propos e d to e xpe nd $132,000 in 2008 for P V re ba te s . S ta ff re comme nds  tha t
AEPCO de te rmine , prior to Ja nua ry 1, 2008, tha t X pe rce nt of the  $132,000 will be  a lloca te d to
re s ide ntia l s ys te ms  up to 2 kW in s ize  a nd comme rcia l s ys te ms  up to 5 kW in s ize . AEP CO
could a lso a lloca te  the  re ma inde r of the  PV re ba te  funding us ing Y pe rce nt of the  $l32,000, for
sys tems la rge r than 2 kW for re s identia l and la rge r than 5 kW for commercia l.

The n, a t some  time  in June  or July of 2008, AEP CO could re vie w how much funding is
left unspent and re-a llocate , as  needed, to meet the  customer demand for incentives.

S ta ff communica ted this  conce rn to AEPCO and S ta ff ha s  been notified by AEPCO tha t
its  EP S  Re vie w Committe e  ha s  a gre e d to s upport the  e limina tion of s ys te m s ize  ca ps  for the
photovolta ic sys te ms . AEPCO did indica te , howe ve r, tha t it wishe s  to re ta in the  "ca p" or limit of
the  a mount of re ba te s  pa id to 50 pe rce nt of the  tota l ins ta lla tion price . S ta ff a gre e s  tha t the  50
pe rcent of ins ta lla tion price  "cap" or limit should be  re ta ined.

Second, Staff notes  tha t only three  of the  21-24 technologies  and subtechnologies  tha t a re
a uthorize d in the  RES T Rule s  a re  offe re d ince ntive s . This  is  re a s ona ble  for 2007 a nd 2008,
pa rticula rly s ince  the  REST Rule s  we re  not ye t ce rtified when the  plan was  submitted. Also, the
work of the  Uniform Cre dit P urcha s e  P rogra m Working Group, which comme nce d in 2006,
ne e ds  to  be  comple te d  p rio r to  de ve lopme nt o f re a s ona b le  un ifo rm ince n tive s  fo r e a ch
te chnology.

Howe ve r, S ta ff be lie ve s  tha t the  work of the  Uniform Cre dit Purcha se  P rogra m Working
Group should be  comple ted in 2007. S ta ff be lieve s  tha t, if the  Commiss ion approves  a  Uniform
Cre dit P urcha se  P rogra m ("UCP P "), tha t AEP CO (a nd othe r utilitie s  subj e t to the  RES T rule s )
should be  required to deve lop a  mechanism to incorpora te  UCPP procedures  and incentive  leve ls
into its  propos e d RES T P la n for 2009 a nd la te r ye a rs . To the  e xte nt tha t AEP CO fe e ls  tha t
diffe re nt ince ntive  le ve ls  tha n those  of the  UCP P  progra m a re  jus tifie d, pa rticula rly in re mote ,
rura l a reas , AEPCO could pe tition for an appropria te  va riance .

The SunWatts  Large-Scale  Purchase  Power Contract Program

Staff has reviewed this  sub-program and recommends approval without changes.

The SunWatts  Large-Scale  Genera ting Program

S ta ff ha s  re vie we d this  sub-progra m a nd re comme nds  a pprova l without cha nge s . This
pa rticula r sub-program, in conjunction with othe r utilitie s  and pa rtne rs  has  the  potentia l of taking
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a dva nta ge  of la rge  sys te m e conomie s  of s ca le , which, in tum, ha s  the  pote ntia l to s ignifica ntly
re duce  the  cos t of re ne wa ble  kph.

Budget

S ta ff be lie ve s  tha t AEP CO's  propose d budge t is  a  re a sona ble  firs t s te p in me e ting the
proposed REST Rules  requirements .

However, S ta ff does  note  tha t the  proposed a lloca tion for the  cus tomer-s ited, Res identia l
a nd Comme rcia l Re ba te  P rogra m is  le s s  tha n 10 pe rce nt of tota l e xpe cte d a nnua l s urcha rge
funds . In e a rly ye a rs , s uch a n a lloca tion ma y be  a ppropria te , but a s  the  a nnua l Dis tribute d
Re ne wa ble  Ene rgy Re quire me nt incre a s e s , S ta ff doubts  tha t 10 pe rce nt of the  budge t will be
sufficient to mee t the  annua l dis tributed kph requirement. The re fore , S ta ff recommends  tha t the
Commiss ion authorize  AEPCO to double  the  tota l reba te  Mending ava ilable  in 2008, if cus tomer
demand for cus tomer-s ited sys tems  outs trips  the  limited funding included in the  March Res ta ted
P lan budge t. AEPCO would be  authorized to re -a lloca te  funds  from e lsewhe re  in the  budge t, or
from uns pe nt s urcha rge  funds  colle cte d in 2001-2007, to the  re ba te  progra m without furthe r
Commission approva l, if customer demand for customer-s ited system reba tes  exceeds the  project
leve l es timated in the  March Resta ted Plan Budget.

Q - /f
Ernest G. Johnson
Dire ctor
Utilitie s  Divis ion
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IN THE MATTER OF ARIZONA ELECTRIC
POWER COOPERATIVE, INC.'S
AMENDED AND RESTATED EPS/REST
PLAN

DOCKET NO. E-01'/73A-05-0_23

DECISION NO.

ORDER

Open Meeting
July 24 and 25, 2007
Phoenix, Arizona

FINDINGS OF FACT

1. Arizona Electr ic Power Cooperative,  Inc.  ("AEPCO") and its Arizona member

distribution cooperatives are certificated to provide electricity as a public service corporations in

the State of Arizona.

2. On December  9,  2005,  the Arizona Corporat ion Commission ("Commission")

enter ed Decis ion No.  68328 ,  which r equ ir ed Ar izona  Elect r ic  Power  Cooper a t ive,  Inc .

("AEPCO"), on behalf of its Arizona member distribution cooperatives ("the Cooperatives") to file

an amended Environmental Portfolio Standard ("EPS") Plan by December 31, 2006, or "l20 days

after the EPS Rules are amended, whichever comes first."
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3. On December 22, 2006, AEPCO submitted an Amended EPS/Renewable Energy

St311d8I'd and Tariff ("REST") Plan ("the December Plan").

4. On March 29, 2007, AEPCO submitted an Amended and Restated EPS/REST Plan

("the March Restated Plan").
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5. One  re a son for the  filing of the  Ma rch Re s ta te d P la n wa s  tha t the  Sulphur Springs

Va lle y Ele ctric Coope ra tive  ("S S VEC") Boa rd ha d a uthorize d S S VEC to tile  its  own Re ne wa ble

Energy Standard Plan, separa te  from the  AEPCO EPS/REST Plan.

6. The  Ma rch Re s ta te d P la n wa s  de s igne d, in pa rt, to re fle ct cha nge s  in S e ction V

pe rta ining to Es tima te d Re sults /Budge t/Ta riffs , re sulting from the  fa ct tha t SSVEC will no longe r

be  pa rticipa ting in the  AEP CO Ma rch Re s ta te d P la n. The  budge t a nd e s tima te d re sults  we re

modifie d to re fle ct S S VEC's  de pa rture  from the  joint e fforts  of the  othe r me mbe r dis tribution

coopera tives .

9 7. One  othe r change  re flected in the  March Res ta ted P lan was  the  addition of a  sola r

10 wa te r hea ting component to the  SunWatts  Res identia l and Commercia l Reba te  P rogram, which is

described in Section II (2) of the  March Resta ted P la it.1 1

12

1 3

1 4

1 5

1 6

The March Resta ted Plan

8. The  AEP CO Ma rch Re s ta te d P la n is  a  joint e ffort in which AEP CO will a s s is t four

o f its  me mbe r d is tribu tion  coope ra tive s  ("the  Coope ra tive s ") in  me e ting  the ir EP S /RES T

obliga tions . The s e  four dis tribution coope ra tive s  a re  Dunca n Va lle y Ele ctric Coope ra tive , Inc.,

Gra ha m County Ele ctric Coope ra tive , Inc., Moha ve  Ele ctric Coope ra tive , Inc., a nd Trico Ele ctric1 7

18 Coope ra tive , Inc.

9 .19

20

The March Resta ted Plan consis ts  of four primary parts , known as  SunWatts .

21
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The SunWatts Green Energy Purchase Program

10. The  S unWa tts  Gre e n Ene rgy P urcha se  P rogra m is  a  volunta ry progra m for re ta il

cus tome rs  who wish to support re ne wa ble  e ne rgy by purcha s ing blocks  of "gre e n e ne rgy." Re ta il

cus tome rs  ma y purcha s e  50 kph blocks  of gre e n e ne rgy for $2.00 pe r block. AEP CO a nd its

members  anticipa te  adding 100 participants  each year over the  next five  years .

l l . The  Coope ra tive s  cu rre n tly o ffe r a  Vo lun ta ry Con tribu tion  P rog ra m unde r

Commiss ion-approved ta riffs . If the  new SunWatts  Green Energy Purchase  Program is  approved,

the  current ta riffs  would be  withdrawn and replaced with new ta riffs .28

De cis ion No.
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1 The SunWatts  Residentia l and Commercia l Rebate  Program

2 12 .

3

The  SunWatts  Res identia l and Commercia l Reba te  P rogram provides  incentives  to

cus tome rs  for ins ta lla tion of qua lifying photovolta ic, s ola r wa te r he a ting a nd s ma ll wind e ne rgy

4 systems.

5 13.

6

7

8

9

For photovolta ic  a nd s ma ll wind s ys te ms , the  Coope ra tive s  will provide  ince ntive s

of $4.00 pe r ins ta lle d Wa tt, up to 50 pe rce nt of the  tota l cos t of the  s ys te m.

14. For s ola r wa te r he a ting, the  Coope ra tive s  will provide  ince ntive s  of $0.50 pe r kph

of e ne rgy to  be  s a ve d in  the  firs t ye a r of ope ra tion, ba s e d on the  OG-300 ra tings  of the  na tiona l

S ola r Ra ting a nd Ce rtifica tion Corpora tion.

10 15.

11

The  Coope ra tive s  commit up to one -ha lf of the  tota l s urcha rge  funds  colle cte d e a ch

ye a r to be  s e t a s ide  for the  S unWa tts  Re s ide ntia l a nd Comme rcia l Re ba te  P rogra m. At le a s t one -

12 ha lf o f the  Re ba te  P rog ra m  funds  will be  s e t a s ide  fo r re s ide n tia l d is tribu te d  p ro je c ts . An y

a lloca te d Hinds  not us e d in a  pa rticula r ye a r will roll ove r to the  following ye a r a nd ma y be  us e d in13

14

15

16

17

s ubs e que nt ye a rs  to s upport a ny progra m.

16. The  Coope ra tive s  a ntic ipa te  tha t ince ntive s  will s upport a round 50 proje cts  with a n

ins ta lle d  ca pa c ity of 50 kW a nd a  cos t of $200,000 in  2007. The  Coope ra tive s  e xpe c t cus tome r

de ma nd will a dd a  s imila r numbe r of prob a cts  e a ch ye a r for the  following five  ye a rs .

1 8

1 9

20 17.

2 1

22

The SunWatts  Large-Scale  Purchase  Power Contract Program

The  S unWa tts  La rge -S ca le  P urcha s e  P owe r Contra ct P rogra m will purcha s e  a

s ignifica nt a mount of re ne wa ble  e ne rgy from third-pa rty produce rs . Contra cts  will be  s e cure d

from the  re sults  of a  compe titive  bid program.

23

24

25 18.

26

The SunWatts  Large-Scale  Genera ting Program

The  S unWa tts  La rge -S ca le  Ge ne ra ting P rogra m will ha ve  the  Coope ra tive s , a s 'a

group or in pa rtne rship with othe rs , ins ta ll and opera te  utility-s ized renewable  genera ting units .

27

28
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1 19.

3

4

5

6 21.

7

8

The  Coope ra tive s  pla n to de ve lop one  la rge  sca le  progra m e a ch ye a r. In orde r to

2 optimize  e fficie ncy, the  Coope ra tive s  will s e e k pa rtne rs  tha t ca n provide  s e rvice s , contribute

funding in-kind fa cilitie s  or e xpe rtise .

20. One  proje ct be ing cons ide re d is  the  use  of sola r cooling of inle t a ir for combus tion

turbines  a t the  Apache  Genera ting S ta tion, which could provide  from 5 to 12 MW of output.

AEP CO is  pa rt o f the  J o in t De ve lopme nt Group, which  is  cons ide ring  a  jo in t

conce ntra te d s ola r ge ne ra tion proje ct from which AEP CO might own or purcha s e  powe r from a

2.5 to 10 MW pa rt of the  joint proje ct.

AEP CO is  in discuss ions  with pa rtie s  a bout a  jointly-owne d sola r ge ne ra ting pla nt

10 in the  Tucson a rea . AEPCO a lso is  in discuss ions  about the  deve lopment of two Biomass /Biogas

9 22.

11 Projects .

12 23.

13

The  Ma rch Re s ta te d P la n would continue  AEP CO's  pa rtne rs hip with Ha bita t for

Huma nity to offe r re ne wa ble  e ne rgy options  on low-income  hous ing in the  Coope ra tive  s e rvice

14 tenitorie s . Up to five  Habita t home  projects  would be  undertaken each yea r a t a  cos t not to exceed

15 $30,000.

16 24. AEPCO will a lso ins ta ll a  la rge  photovolta ic sys tem on the  AEPCO Headquarte rs  in

17 Be ns on in 2007.

18 25. The  Coope ra tives  will deve lop a  joint adve rtis ing and promotion program about the

S unWa tts  progra ms . The  progra m will cos t $128,100 in the  firs t ye a r, incre a s ing gra dua lly ove r

20 the  following four yea rs . This  budge t item is  5 pe rcent of the  tota l e s tima ted surcha rge  funds  tha t

will be  colle cte d.

19

21

22 26. AEP CO will a lloca te  $128,100 for progra m a dminis tra tion in the  firs t ye a r, with

23 annua l increases  s imila r to those  for advertis ing.

24 27. In 2008, AEP CO propos e s  to e xpe nd $960,000 of the  e s tima te d $2,636,436 in

25 surcharge  funds collected for renewable  energy power purchases.

26

27

28
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1 Sta ff Review of the  March Resta ted P lan

2 28. Sta ff ha s  reviewed the  AEPCO March Res ta ted P lan and recommends  approva l of

4

5

6

7

8

9

10

1 1

12

3 the  P la n with s ome  s pe cific propos e d cha nge s  a nd modifica tions .

29. S ta ff re cognize s  the fa ct tha t the  ope ra tions  of e le ctric coope ra tive s  a re  s ignifica ntly

diffe re nt tha n  thos e  of inve s tor owne d u tilitie s . In  pa rticu la r, a s  it re la te s  to  the  ins ta lla tion  a nd

ope ra tion of re ne wa ble  e ne rgy s ys te ms , e le ctric  coope ra tive s  fa ce  s ome  unique  cha lle nge s . Ma ny

of the  c oope ra tive s ' e le c tric  c us tome rs  live  in  re mote ,  ru ra l a re a s  whe re  the y a re  like ly to  be

hundre ds  o f mile s  from the  ne a re s t re ne wa b le  e ne rgy c on tra c to rs . Th is  d is ta nc e  fa c to r c a n

contribute  to the  comple xity a nd cos t of obta ining re ne wa ble  e ne rgy s e rvice .

30. The  e le c tric  c oope ra tive s ,  in  ge ne ra l,  ha ve  muc h  s ma lle r s ta ffs  tha n  the  la rge r

inve s tor owne d utilitie s  a nd a re  le s s  like ly to  ha ve  e mploye e s  with  e xte ns ive  re ne wa ble  e ne rgy

ba ckgrounds . The y, the re fore , will ha ve  to  ma ke  do  with  a  limite d  numbe r of S ta ff me mbe rs  to

13 a ccomplis h the ir re ne wa ble  goa ls .

3 l ,14 S ta ff re cognize s  tha t the  Ma rch Re s ta te d P la n is  a  logica l e xpa ns ion of pre vious

15 AEPCO pla ns  submitte d unde r the  Environme nta l Portfolio S ta nda rd Rule s . The  Ma rch Re s ta te d

16 plan is  an exce llent firs t s tep toward mee ting the  goa ls  of the  REST Rules .

S ta ff cons ide rs  the  Ma rch Re s ta te d P la n a s  a n opportunity for AEP CO a nd its

18 me mbe r coope ra tive s  to de mons tra te  how we ll the y ca n e xpa nd the ir re ne wa ble s  e fforts  in 2007

19 and 2008.

20

21

17 32.

22

23

33. Sta ff recommends tha t member dis tribution coopera tives  submit Renewable  Energy

Standard Surcharge  Tariffs , a s  soon as  practicable  and consis tent with R14-2-1808 and Appendix

A: S a mple  Ta riff of the  RES T Rule s , in orde r to promptly comme nce  the  colle ction of surcha rge

funds needed to implement the  March Resta ted Plan.

24

25 The SunWatts Green Energy Purchase Program

S ta ff a gre e s  with AEP CO's  cha nge  to offe ring blocks  of re ne wa ble  powe r for a

27 spe cifie d price . In this  ne w me thod, cus tome rs  who volunte e r to purcha se  re ne wa ble  e ne rgy will

26 34.

28
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know how much e ne rgy the ir contributions  a re  s upporting. S ta ff re comme nds  a pprova l of the

2 SunWatts  Green Energy Purchase  Program section of the  March Resta ted Plan.

1

3

4 The SunWatts  Residentia l and Commercia l Rebate  Program

5 35. S ta ff ha s  re vie we d this  P rogra m a nd is  in ge ne ra l a gre e me nt with the  s cope  a nd

6 imple me nta tion de ta ils  of the  progra m. S ta ff doe s , howe ve r, ha ve  some  re comme nda tions  for

7 P rogra m modifica tions . Curre ntly the  P rogra m provide s  ince ntive s  only for photovolta ic ("P V"),

8 small wind, and sola r wate r hea ting systems.

9 36. S ta ff notes  tha t the  March Resta ted P lan has  wording tha t appears  to imply a  2 KW

10 cap for re s identia l PV and sma ll wind sys tems  and a  5 kW cap for commercia l PV and sma ll wind

l l systems. S ta ff recommends aga inst se tting any firm caps for system size .

Over the  past five  years , when various  caps  have  been se t for incentive  programs, it

13 ofte n ha s  re s ulte d in  the  ne e d for a  utility to  come  ba ck for a  re vis ion of the  ca p in  orde r to

1 2 37.

14 accommodate  the enthusiastic response of customers.

2 1

15 38. Ra the r tha n s e t fixe d ca ps , S ta ff sugge s ts  us ing a  funding a lloca tion me cha nism

16 which a lloca te s  funding for va rious  s ize d cus tome r s ys te ms . As  a n  e xa mple , AEP CO ha s

17 proposed to expend $132,000 in 2008 for PV reba te s . S ta ff recommends  tha t AEPCO de te rmine ,

18 prior to January 1, 2008, tha t X pe rcent of the  $132,000 will be  a lloca ted to re s identia l sys tems up

19 to 2 kW in s ize  a nd comme rcia l s ys te ms  up to 5 kW in s ize . AEP CO could a ls o a lloca te  the

20 remainder of the  PV reba te  Eur ding using Y percent of the  $132,000, for systems la rger than 2 kW

for re s ide ntia l a nd la rge r tha n 5 kW for comme rcia l. The n, a t some  time  in June  or July of 2008,

22 AEP CO could re vie w how much funding is  le ft unspe nt a nd re -a lloca te , a s  ne e de d, to me e t the

23 customer demand for incentives .

S ta ff communica ted this  concern to AEPCO and S ta ff has  been notified by AEPCO

25 tha t its  EPS  Review Committee  ha s  agreed to support the  e limina tion of sys tem s ize  caps  for the

26 photovolta ic sys te ms . AEP CO did indica te , howe ve r, tha t it wishe s  to re ta in the  "ca p" or limit of

27 the  a mount of re ba te s  pa id to 50 pe rce nt of the  tota l ins ta lla tion price . S ta ff a gre e s  tha t the  50

28 pe rcent of ins ta lla tion price  "cap" or limit should be  re ta ined.

24 39.

De cis ion No.
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1

2 This  is  re a s ona ble  for 2007 a nd 2008,

3

4

5

6

7

8

40. S ta ff note s  tha t only thre e  of the  21-24 te chnologie s  a nd s ubte chnologie s  tha t a re

a uthorize d in the  RES T Rule s  a re  offe re d ince ntive s .

pa rticula rly s ince  the  RES T Rule s  we re  not ye t ce rtifie d whe n the  pla n wa s  s ubmitte d. Als o, the

work of the  Uniform Cre dit Purcha s e  P rogra m Working Group, which comme nce d in 2006, ne e ds

to be  comple ted prior to deve lopment of reas onable  uniform incentives  for each technology.

41. Howe ve r, S ta ff be lie ve s  tha t the  work of the  Uniform Cre dit P urcha s e  P rogra m

Working Group s hould be  comple te d in 2007. S ta ff be lie ve s  tha t, if the  Commis s ion a pprove s  a

Uniform Cre dit P urcha s e  P rogra m ("UCP P "),  tha t AEP CO s hould  be  re quire d  to  de ve lop  a

9 mechanism to incorpora te  UCPP procedures  and incentive  leve ls  into its  proposed REST P lan for

10 2009 a nd la te r ye a rs . To the  e xte nt tha t AEPCO fe e ls  tha t diffe re nt ince ntive  le ve ls  tha n those  of

the  UCP P  progra m a re  jus tifie d, pa rticula rly in re mote , rura l a re a s , AEP CO could pe tition for a n11

12 appropria te  variance .

13

14

15

The SunWatts  Large-Scale  Purchase  Power Contract Program

42. Staff has  reviewed this  sub-program and recommends approval without changes.

16

17 The SunWatts  Large-Scale  Genera ting Program

18 43. S ta ff ha s  re vie we d this  sub-progra m a nd re comme nds  a pprova l without cha nge s .

19 This  pa rticula r s ub-progra m, in conjunction with othe r utilitie s  a nd pa rtne rs  ha s  the  pote ntia l of

20 ta king  a dva nta ge  of la rge  s ys te m e conomie s  of s ca le , which , in  turn , ha s  the  pote n tia l to

21 s ignifica ntly re duce  the  cos t of re ne wa ble  kph.

22

23 Budget

24 44.

26

27

Sta ff be lieves  tha t AEPCO's  proposed budge t is  a  rea sonable  firs t s tep in mee ting

25 the  proposed REST Rules requirements.

45. Howe ve r, S ta ff doe s  note  tha t the  propos e d a lloca tion for the  cus tome r-s ite d,

Re s ide ntia l a nd Comme rcia l Re ba te  P rogra m is  le s s  tha n 10 pe rce nt of tota l e xpe cte d a nnua l

surcha rge  funds . In  e a rly ye a rs , s uch a n a lloca tion ma y be  a ppropria te , but a s  the  a nnua l28

Decis ion No .
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1

3

Dis tributed Renewable  Ene rgy Requirement increases , S ta ff doubts  tha t 10 pe rcent of the  budge t

2 will be  s ufficie nt to me e t the  a nnua l dis tribute d kph re quire me nt. The re fore , S ta ff re comme nds

tha t the  Commis s ion a uthorize  AEP CO to double  the  tota l re ba te  funding a va ila ble  in 2008, if

4 cus tome r de ma nd for cus tome r-s ite d sys te ms  outs trips  the  limite d funding include d in the  Ma rch

Re s ta te d P la n budge t. AEP CO would be  a uthorize d to re -a lloca te  funds  from e ls e whe re  in the5

7

9

1 0

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

6 budge t, or from unspe nt surcha rge  funds  colle cte d in 2001-2007, to the  re ba te  progra m without

furthe r Commiss ion approva l, if cus tomer demand for cus tomer-s ited sys tem reba te s  exceeds  the

8 project leve l es timated in the  March Resta ted P lan Budge t.

CONCLUS IONS  OF LAW

Arizona  Ele ctric P owe r Coope ra tive , Inc. is  a n Arizona  public s e rvice  corpora tion

within the  me a ning of Article  XV, S e ction 2, of the  Arizona  Cons titution.

Dunca n Va lle y Ele ctric Coope ra tive , Inc., Gra ha m County Ele ctric Coope ra tive ,

Inc., Moha ve  Ele ctric Coope ra tive , Inc., a nd Trico Ele ctric Coope ra tive , Inc. a re  public s e rvice

corpora tions  within the  me a ning of Article  XV, Se ction 2, of the  Arizona  Cons titution.

Th e  C o m m is s io n  h a s  ju ris d ic tio n  o ve r AE P C O ,  Du n c a n  Va lle y E le c tric

Coope ra tive , Inc., Gra ha m County Ele ctric Coope ra tive , Inc., Moha ve  Ele ctric Coope ra tive , Inc.,

and Trico Electric Coopera tive , Inc. and the  subj e t ma tte r of the  applica tion.

Approva l of the  tiling does  not cons titute  a  ra te  increase  a s  contempla ted by A.R.S .

Section 40-250.1 9

20

2 1

22

The  Commiss ion, having reviewed the  applica tion and S ta ff's  Memorandum da ted

July 6, 2007, concludes  tha t the  Curta ilment Tariff, a s  a ttached in Exhibit A, is  reasonable , fa ir and

equitable  and there fore  is  in the  public inte res t.

23 ORDER

24 IT IS  THEREFORE ORDERED tha t AEP CO's  Ame nde d a nd Re s ta te d EP S /RES T P la n

25 for 2007 a nd 2008 is  a pprove d with S ta ffs  re comme nde d cha nge s  include d in Findings  of Fa ct

26 Nos . 36 and 45

27

28

2.

3.

4.

1 .

5.
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P a g e  9 Docke t No. E-01773A-05-0723

1

2

3

4

5

6

7

IT IS  FURTHER ORDERED tha t, if the  Commiss ion a pprove s  a  Uniform Cre dit P urcha se

P rogra m, AEP CO s ha ll incorpora te  the  Uniform Cre dit P urcha s e  P rogra m proce dure s  a nd

incentive  leve ls  in its  proposed REST Plan for 2009 and la te r years .

IT IS  FURTHER ORDERED tha t, if cus tome r de ma nd for cus tome r-s ite d sys te m re ba te s

outs trips  the  limited hading included in the  2008 budge t, AEPCO is  authorized to double  the  tota l

re ba te  funding a va ila ble  in 2008, a t its  s ole  dis cre tion, without furthe r Commis s ion a pprova l,

cons is tent with Finding of Fact No. 45.

8

9

1 0

1 1

1 2

1 3

1 4

1 5

1 6

1 7

1 8

1 9

20

2 1

22

23

24

25

26

27

28
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COMMIS S IONERC HAIR MAN

COMMIS S IONERCOMMIS S IONERCOMMIS S IONER

IN WITNES S  WHEREOF, I BRIAN c. McNEIL, Exe cutive
Dire c to r o f the  Arizona  Corpo ra tion  Commis s ion , ha ve
he re unto, s e t my ha nd a nd ca us e d the  officia l s e a l of this
Co mmis s io n  to  b e  a ffixe d  a t th e  Ca p ito l,  in  th e  City o f
Phoenix, this da y of , 2007.

BRIAN c .  Mc NE IL
Exe cutive  Dire ctor

DIS S ENT:

DIS S ENT:

EG]:RTW:1hm\]MA
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1 IT IS  FURTHER ORDERED tha t AEP CO work with  Dunca n  Va lle y E le c tric  Coope ra tive ,

2 Inc .,  Gra ha m County E le c tric  Coope ra tive ,  Inc . ,  Moha ve  E le c tric  Coope ra tive ,  Inc . ,  a nd  Tric o

3 Ele c tric  Coope ra tive , Inc . to  tile  Re ne wa ble  Ene rgy S ta nda rd  S urc ha rge  Ta riffs  no t la te r tha n

4 Oc tobe r 15 ,  2007 , c ons is te n t with  R14-2 -1808  a nd  Appe nd ix A: S a m p le  Ta riff o f th e  R E S T

5 Rule s , in  orde r to  comme nce  the  colle c tion  of s urcha rge  funds  ne e de d to  imple me nt the  Ma rch

6 Re s ta te d P la n, a s  dis cus s e d he re in, a nd comply with this  de cis ion.

7 IT IS  FURTHER ORDERED tha t this  De cis ion s ha ll be come  e ffe c tive  imme dia te ly.

8

9

10

l l

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

B Y THE  O R DE R  O F  THE  AR IZO NA C O R P O R ATIO N C O MMIS S IO N



P a ge  11 Docke t No. E-01773A-05-0723

1 SERVICE LIST FOR: Arizona Electric Power Cooperative, Inc.
DOCKET no. E-01773A-05-0723

2

3

4

5

Mr. Micha e l M. Gra nt
Ga lla ghe r & Ke nne dy, P .A.
2575 East Camelback Road
Phoenix, Arizona  85016-9225

6

7

8

Mr. Ernes t G. Johnson
Dire ctor, Utilitie s  Divis ion
Arizona  Corpora tion Commiss ion
1200 West Washington
Phoenix, Arizona  85007

9

10

11

Mr.  C h ris to p h e r C .  Ke e le y
Chie f Couns e l
Arizona  Corpora tion Commis s ion
1200 We s t Wa s hington
P hoe nix, Arizona  8500712
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